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HIGHLIGHTS OF BUSINESS IN OCTOBER 
With the exception of the farm sector, business ac- If construction keeps on for the rest of this year as it 


tivity in October continued to forge ahead. Such key has in the first 10 months, total new building expenditures 
indicators as electric power output, railroad carloadings, in 1955 should reach an all-time high of $42 billion. This 
and steel production were at or near peaks for the year. would exceed last year’s record total of $37.6 billion by 
At the same time, retail trade appeared to be in for a more than 10 percent. Government estimates indicate that 
banner fall season, with department store sales in Oc- construction outlays in 1956 may rise an additional 5 
tober well ahead of last year as well as the preceding percent to a new peak of $44 billion. 
month. 

Accompanying the rising state of business conditions |nyentories Mount 
have been higher tax receipts and an increased likelihood 
of a balanced Federal budget for this fiscal year. At 
present levels of activity, a small surplus might even ac- 
cumulate, the very prospect of which may give rise to 
moves for tax reductions. 


Further accumulation of inventories was reported in 
September. Businessmen added about $700 million of 
goods during the month, a more-than-seasonal increase, 
raising the total book value of their holdings at the be- 
ginning of October to $79.6 billion. Inventories at the 
Employment Up same time last year amounted to $76.9 billion. 


The employment picture improved markedly in Oc- The increase in inventories during September was 
tober. The number of people gainfully employed rose by | ainly concentrated among manufacturers and whole- 


400,000 to a new high for the month of 65.2 million. At Salers. At the retail level there was little change as re- 
the’ same time, unemployment remained at the preceding  ductions in stocks of auto dealers offset further inventory 


month’s figure of 2.1 million. A year earlier unemploy-  2¢cumulation by apparel and general merchandise stores. 
ment totaled 2.7 million. So far this year the rise in inventories has been ac- 

Increased activity in trade and manufacturing ac- companied by an even greater rise in sales. As a result, 
counted for most of the rise in employment, more than inventories in relation to sales are below their level of 
offsetting lower employment in service industries, con- last year. Thus, the inventory-sales ratio at the beginning 
struction, utilities, and transportation. The upturn in of October for manufacturers was 1.59 as compared with 
manufacturing employment, though slight, was a counter- 1.80 last year, and for retailers 1.47 as compared with 
seasonal one, brought about by sharply increased business 1.58 last year. 
of electrical and nonelectrical machinery manufacturers. 

Factory workers also earned more in October than at Farm Income Continues Down 
any other time in the past. Average earnings of factory In the third quarter of this year farmers generally 
workers amounted to $78.69 per week as compared with netted about 5 percent less than in the second quarter and 
$77.90 per week in September and with $72.22 in October — 19 percent less than in the third quarter of 1954. At 
of last year. $10.3 billion at an annual rate, farm income in the third 
Construction Down Seasonally quarter of this year was appreciably lower than the $12.3 

billion earned by farmers in all of 1954. 

The decline, which has been underway during most of 
this year, was due primarily to lower prices received by 
farmers for their products not offset by a commensurate 
vious high registered last October. drop in production costs, A 20-percent drop in hog prices 


A lower level of home-building activity accounted for | from 1954 levels was the biggest single factor in the 
much of the seasonal decline in October. Public building decline, bringing about substantially reduced receipts 


Outlays for new construction in October declined 
seasonally by 4 percent from the September figure to 
$3.9 billion. However, this total still represented an 
all-time high for the month, 11 percent above the pre- 


was also down somewhat. On the other hand, private from livestock marketing. The volume of farm market- 
commercial and factory construction were notable for ings was approximately the same in the third quarter of 
their continued strength, breaking all previous monthly this year as in the second quarter, with the exception of 
records, seasonal changes. 
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Relying on Trends 


A new indoor sport has been gaining popularity. It 
consists of projecting statistical trends into the distant 
future and using them to talk glowingly of the magnifi- 
cent prospects for the country or for its industries. 

This pastime was given respectability by government 
agencies or bodies like the Paley Commission, which com- 
piled estimates of materials requirements in 1975 with a 
specific objective in mind. Its possibilities have been 
assiduously explored by others, many of whom have taken 
it up without similar justification. Recently, a number of 
executives of important corporations have made use of 
trends in statements about investment programs needed 
to meet the demands of “ever-growing markets.” 

Statisticians experienced in trend-fitting usually rec- 
ognize that their trend lines are a partial abstraction, 
with no more validity than the assumptions embodied in 
them. This fact has been lost sight of, however, in the 
use to which they are now being put. They have been 
incorporated, without necessary qualifications, in the 
articles of faith of the cult of “new era” optimism. 


Variations From a Stable Trend 


The first thing that should be understood about a trend 
is that it tells nothing about the short-term cyclical or 
irregular movements that run counter to it. These short- 
term movements, departing from the trend and perhaps 
returning to it after a while, are essentially independent 
of anything that goes into the makeup of the trend. The 
trend must, in fact, abstract from the influences produc- 
ing such movements. It can, therefore, tell practically 
nothing about what will happen next to such cyclical var- 
iables as production, employment, and income. 

In the major swings of the business cycle, the declines 
are usually sharp, cutting directly across the trend. The 
recoveries tend to. be drawn out over a greater interval, 
running more nearly parallel to the trend and eventually 
rising above it. To speak of these recovery movements as 
trends, such as “postwar trends,” is an abuse of statistical 
terminology. To project those based on the movements of 
a single cycle into the indefinite future involves an im- 
plicit error, because the cyclical components cannot be 
treated in this way. In other words, the rates of growth 
temporarily attained during cyclical recoveries are usually 
much greater than the long-term rates of growth com- 


puted over a number of cycles, and there is no sound 
basis for projecting these exaggerated rates of increase. 
Yet this is precisely what is being done today — in arriy- 
ing, for example, at the conclusion that auto sales in 1955 
moved up to a “new plateau” in auto demand. 

Some demographic and economic variables are “na- 
turals” for trend projection, because they are relatively 
stable and may continue to advance even during a depres- 
sion. Population is such a variable, and many of the 
others — such as dwelling units and household use of 
electric power — are related to population. However, even 
these stable series show considerable variation in rates of 
growth during limited periods of time. In the early 1920's, 
population was growing at a rate of almost 2 percent a 
year; by the mid-1930’s, it had dropped back to less than 
1 percent. In the early 1950’s, it had again risen close to 
the 2 percent of predepression years. 

Important economic effects of such variables derive 
not from the absolute level they have attained but from 
the changes in their rates of growth. Growth makes a 
distinct contribution. to the total of needs demanding 
satisfaction, and when growth slows, the need is corres- 
pondingly reduced. Unfavorable effects are felt long be- 
fore the uptrend is halted; they begin when the first 
deceleration occurs. 

At the present time, many variables have attained very 
high positions relative to long-term trends. This means, 
in most cases, that a certain amount of future growth has 
been anticipated, not that the trend is really steeper than 
the long view indicates. In all likelihood, the recent high 
rates of advance will have to be compensated by slower 
advances in the future. If the trend lines have any signifi- 
cance at all, therefore, it lies in this indication that the 
variables which have risen above the trend will have to 
drop back to it. 


Cycles Modify “‘Trends’”’ 


In actual experience, trend, cycle, and irregularity are 
all interwoven. The forces making for continuity are not 
independent of those making for the swings and reversals 
of the cycle. What seems like a sound trend, established 
by a decade of experience, may have a substantial cyclical 
component. When the cycle turns, the trend previously 
observed proves to be unreliable. 

The shift in population growth from the twenties to 
the thirties is illustrative, and there is every reason to 
believe that a similar shift is about to take place. The 
birth rate has been stimulated to an abnormal degree by 
military manpower policies and by the boom. The sub- 
normal rates of family formation of the 1930’s created a 
situation in which these conditions could have maximum 
effect. Since the war, however, the deficiencies of the 
past have been made up and some borrowing from the 
future has already taken place. The average age at mar- 
riage and the average age at birth of first child have been 
reduced sharply. The gains accruing as these averages 
were brought down can no longer be expected. Professor 
Notestein of Princeton has shown that the changes in age 
distribution and in marital status which have occurred in 
the last decade have progressed to the point where a 
decline in the birth rate in the next few years is almost 
a certainty. Even if prosperity is maintained, the rate of 
population increase may be cut in half by 1960. 

Marriage and birth rates are themselves affected ad- 
versely in periods of depression. Loss of job and income 
not only eliminates marriage prospects for many young 
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ILLINOIS INDUSTRIES AND RESOURCES 


FURNITURE PRODUCTION 


Furniture making in America commenced around 1640 
and for nearly 200 years continued as the work of indi- 
vidual cabinetmakers who operated their own small shops 
with no more than a bench and a few hand tools. By the 
end of the seventeenth century there was scarcely a vil- 
lage of any size that did not have a local cabinetmaker. 

The use of imported woods caused the manufacture 
of high-grade furniture to cling to the eastern seaboard, 
with the result that by 1840 New York and Boston had 
become the principal furniture centers of the United 
States. However, as the West developed, domestic woods 
began to be utilized to a greater extent. Well-trained 
cabinetmakers and other experienced craftsmen migrated 
to the Midwest, settled, and set up shop. 

As time progressed, much of the trade was taken 
away from the East coast. The character of the industry 
changed as the individual cabinetmaker gave way to the 
engine-powered shops, which in turn were replaced by 
the assembly line and mass-production techniques. 


The Furniture Industry 


The United States furniture industry produces furni- 
ture of many types and designs. Although household 
furniture is by far the largest category, the industry 
makes special types for office, store, restaurant, and hos- 
pital use as well as cabinets for radio, television, and 
phonograph sets. In addition, the making of mattresses 
and bedsprings is also included within its scope of 
production, 

Manufacturers’ shipments of household furniture and 
bedding products in 1953 were valued at $2,466 million as 
compared with $1,815 million in 1948. Of the 1953 total, 
wood household furniture constituted approximately 44 
percent; upholstered furniture, 27 percent, metal furni- 
ture, 14 percent; bedding products, 14 percent; and mis- 
cellaneous, 1 percent. 

It is interesting to note that while the total amount of 
furniture produced is increasing, the number of furniture 
plants in the nation has been declining. In 1953 there 
were approximately 4,000 plants as compared with 5,000 
in 1948. However, the number of plants shipping over 
one million dollars of goods a year increased from 453 to 
638 over the five-year period. 


Growth in Illinois 


Illinois is currently rated as the third largest state in 
the nation in total output, North Carolina and New York 
beirrg the only larger producers. It is first in the produc- 
tion of metal furniture, third in upholstered goods, and 
fifth in wood household furniture. It has 225 furniture 
manufacturers, many of which are rated as the largest 
of their kind in the world. In addition, it is the head- 
quarters of the principal trade associations of the in- 
dustry. 

The early development of the industry in Illinois was 
closely connected with the westward movement of pop- 
ulation. It was not until 1834, when a small factory began 


operations in Chicago, that Illinois could be called a 
furniture-producing state. 

Rockford’s furniture industry commenced during the 
late 1830’s, but it was not until 1872 that the first im- 
portant factory was built. In 1882 the invention of a 
combination bookcase and writing desk stimulated Rock- 
ford’s rise to fame, and for over 20 years this was its 
main product. By 1885 Rockford’s reputation as a furni- 
ture center had spread over the nation and it was known 
as “The Furniture City.” Its peak was reached in 1926 
when 35 facteries, employing 4,000 workers, operated at 
full-scale production. During the depression, however, 
nearly every furniture factory collapsed financially and 
many never recovered. As a result, there are today only 
19 firms, employing 2,000 workers. 

Chicago commenced its bid for prominence at the turn 
of the century. In 1899 it had 119 factories producing 
furniture valued at $12.5 million and by 1919 boasted 222 
firms with an output in excess of $50 million. Although 
the number of firms has remained fairly constant in re- 
cent years, production has increased greatly. In 1954 the 
total value of all furniture produced was $280 million — 
second only to New York City. 


Marketing Center of the World 


The most important factor contributing to Chicago’s 
development has been its position as a marketing center. 
The present-day furniture market was established in 1930 
when the American Furniture Mart and the Merchandise 
Mart formed a combination that rapidly grew in size and 
importance. Today, Chicago is the furniture center of the 
world, with approximately 40 percent of all orders for 
furniture placed at its markets. 

Many of the nation’s leading furniture and bedding 
manufacturers are situated in and around Chicago. 
Kroehler, the world’s largest furniture maker, has its 
headquarters plant at Naperville and another at Kanka- 
kee; the International, Pullman Couch, and Futorian com- 
panies are among the largest of their kind; Kroll Brothers 
and Storkline Furniture, largest manufacturers of baby 
furniture, are located there; and three of the nation’s 
major producers of metal furniture — Douglas Furniture, 
Royal Metal Manufacturing, and the Howell Company — 
are in the Chicago area. In all, some 500 furniture manu- 
facturers are located in the six-county Chicago industrial 
area. Other major plants are located at Galesburg, Mat- 
toon, Metropolis, Peoria, and Rockford. 

Illinois, as a furniture-producing state, has contitiued 
to increase its output during the past few years but at a 
decreasing rate. There appears to be a definite trend in 
the industry toward the establishment of factories in the 
southern states. Labor is much tighter in the North and 
there is difficulty in competing with other higher-paying 
industries. Nevertheless, Illinois may be expected to re- 
tain a prominent position in the furniture industry, and 
Chicago’s internatioral markets will be one of its prin- 
cipal assets. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS UNITED STATES MONTHLY INDEXES 
Percentage changes August, 1955, to September, 1955 } 
-30 -20 -10 0 +10 +20 +30 +40 Percentage 
COAL. PRODUCTION | Item Change from 
1955 August | Sept. ' 
1955 1954 
ELECTRIC POWER PRODUCTION Annual rate , 
| in billion $ 
Personal income'............. 307.5 + 0.7 | + 6.8 . 
} 1 
5| + 0.7] + 4.0 
rivate residential.......... 6 — 1. +10.6 
Private nonresidential....... 15.5 + 1.1 | +13.9 
14.9 + + 2.4 b 
PARTMENT STOR A erchandise exports........ . 8° — 2.8] + 6.6 
Merchandise imports........ | + 8.3] +163 t 
| Excess of exports........... 3.3¢ —28.6 | —17.5 h 
ES Consumer credit outstanding? b 
BANK DEBITS 34, 3» + 2.0 | +18.8 
| Installment credit.......... 26.7» + 2.1 | +21.7 
| ae Business loans*............... 24.7» + 2.1 | +17.4 ‘ 
US. Cash farm income’............ 36.5 +25.5 | — 4.9 
FARM PRICES 
* Indexes f 
3 (1947-49 
* No change. Industrial production? = 100) F 
Combined index............ 141 + 0.7 | +13.7 : 
Durable manufactures....... + 1.3 | +16.8 
ILLINOIS BUSINESS INDEXES Nondurable manufactures... . 125 0.0 | + 8.7 a 
1214 + 0.8 | +12.0 n 
Manufacturing employment* ¢ 
September Percentage Production workers......... + 0.1 | + 6.7 
Item 1955 Change from Factory worker earnings* s 
(1947-49 | August | Sept. Average hours worked....... 103 + 1.0] + 3.3 $ 
= 100) 1955 1954 Average hourly earnings... .. 143 + 1.1} + 5.0 0 
Average weekly earnings..... 147 + 2.1 | + 8.4 
Electric power!..............4. 203.7 —8.8 | +16.5 Construction contracts awarded® 266 + 7.4] +12.1 
Coal production?............... 74.2 —2.8 | + 0.4 Department store sales*....... 0.0) + 7.2 
Employment — manufacturing*..| 106.1 +0.1 | + 4.5 Consumers’ price index*....... 115 + 0.3} + 0.2 
Weekly earnings—manufacturing*} 144.0* +1.6 | + 8.6 Wholesale prices* 
Dept. store sales in Chicago*....| 112.0% +3.7 | + 3.7 All commodities. ........... 112 + + 1.5 
Consumer prices in Chicago®....| 118.9 +0.3 | + 1.3 Farm products............. 89 + 1.4) — 4.6 ( 
Construction contracts awarded*| 318.4 —3.4 | +51.6 101 0.5) — 3.9 
158.2 +1.4 | +12.2 118 + 0.8] + 3.5 
Life insurance sales (ordinary)®..| 179.0 —9.9 | +12.0 Received by farmers........ 87 + 1.2) — 4.4 
Petroleum production”......... 131.5 —2.4 | +31.6 Paid by farmers............ 111 0.9 
1 Fed.. Power Comm.; ? Ill. Dept. of Mines; * Ill, Dept. of Labor; 
* Fed. Res. Bank, 7th Dist.; *>U. S. Bur. of Labor Statistics; ®F. W. 1U. S. Dept. of Commerce; ? Federal Reserve Board; 3 U. S. Dept. 
Dodge Corp.; tFed. Res. "Bd; 8 iil, Crop Rpts.; * Life Ins. Agcy. of Agriculture; *U. S. Bureau of Labor Statistics; °F. W. Dodge Corp. 
Manag. Assn.; ™ Ill, Geol. Survey. * Seasonally adjusted. » As of end of month. © Data are for August, 
* August data; comparisons relate to July, 1955, and August, 1954. 1955; comparisons relate 7 {uy 1955, and August, 1954. 4 Based on 
© Seasonally adjusted. © Revised series. official indexes, 1910-14 = 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1955 1954 
Item 
Oct. 29 Oct. 22 Oct. 15 Oct. 8 Oct. 1 Oct. 30 
Production: 
Bituminous coal (daily avg.)......... thous. of short tons. 1,665 1,627 1,633 1,639 1,603 1,534 
Electric power by utilities........... mil. of kw-hr........ 10,659 10,644 10,599 10 ,639 10,627 9,152 
Motor vehicles (Wards)............. number in thous.... . 182 164 126 96 139 87 
Petroleum (daily avg.).............. Pree 6,750 6,753 6,714 6,690 6,661 6,153 
Department store sales................ 1947-49=100....... 126 133 128 125 126 117 
Commodity prices, wholesale: 
1947-49=100....... 111.1 111.2 111.2 111.4 111.4 109.7* 
Other than farm products and foods. .1947-49=100....... 118.7 118.6 118.7 118.6 118.0 114.5* 
inance: 
Failures, industrial and commercial...number............ 230 239 207 186 223 


Source: Survey of Current Business, Weekly Supplements. 


® Monthly index for October, 1954. 
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Housing Starts Decline 


The housing boom has given signs of tapering off in 
recent months. New nonfarm starts dropped 15 percent, 
considerably more than seasonally, to 115,000 in July, 
rose again in August to 123,000, but in September were 
down, again more than seasonally, to 113,000 units (see 
chart ). 

Home building received an important stimulus last 
year from the Housing Act of 1954. Between January 
and December seasonally adjusted starts rose 40 percent 
to an annual rate of 1.5 million at the end of the year. 
Subsequently the trend of seasonally adjusted starts has 
been downward. By September the annual rate had 
dropped to 1.2 million new units and was slightly below 
the year-ago level. The decline in August and September 
has been attributed to tightened mortgage credit terms, 
but the importance of this factor cannot be fully eval- 
uated until credit is again eased. 


Saving Negative 

Individuals added more to their debts than to their 
financial assets in the second quarter of this year, accord- 
ing to estimates by the Securities and Exchange Commis- 
sion. Saving in the form of currency and bank deposits 
rose by $200 million, purchases of certificates in savings 
and loan associations by $1.4 billion, private and govern- 
ment insurance by $2.5 billion, and security holdings by 
$1 billion. The $5.1-billion growth in these types of liquid 
saving was more than offset, however, by an increase of 
$3.3 billion in mortgage indebtedness and $2.2 billion in 
other loans, largely installment loans for consumer dur- 
able goods. On balance, equity in liquid assets dropped by 
a half billion dollars. 


Employment Up 

Employment moved up by 400,000 to 65.2 million in 
October, a record high for the month. This was 3 million 
above October, 1954. The gain occurred mainly in the 
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RECENT ECONOMIC CHANGES 


nonfarm sector of the economy as hiring by trade firms 
preparing for the fall pickup in sales and by state and 
local governments more than offset declines in the con- 
struction, transportation, and utility industries. Contrary 
to the usual seasonal movement, unemployment dropped 
only slightly. Census data in thousands of workers are as 
follows: 


Oct. Sept. Oct. 

1955 1955 1954 
Civilian labor force............ 67 ,292 66,882 64,882 
7,905 7,875 7,239 
Nonagricultural............. 57,256 56,858 54,902 


Unemployment............... 2,131 2,149 2,741 


Foreign Grants and Credits 


The United States extended an additional $4.5 billion 
in net grants and credits to foreign nations during fiscal 
year 1955. The total was down by three-quarters of a 
billion dollars from the previous fiscal year. Cutbacks in 
military assistance of a billion dollars more than offset 
higher grants and credits for nonmilitary foreign aid. 
The rise of about $100 million in nonmilitary assistance 
marked the end of a five-year downtrend in such aid. It 
resulted mainly from increased transfers to France for 
aid to Indochina and directly to Indochina itself. Korea 
also received more nonmilitary aid in fiscal year 1955 
than in 1954, but grants and credits to other countries, 
with few exceptions, were lower. 

Since World War II American net grants and credits 
have totaled more than $51 billion. About the same 
amount of aid was extended in the second half of the 
postwar decade as in the first five years. However, all 
but 5 percent of pre-Korean aid was in the form of eco- 
nomic and technical help, whereas in the fiscal years 
1951-55, military aid has bcen more important — account- 
ing for 53 percent of total net grants and credits—as a 
result of the Indochina and Korean affairs. 


Farm Prices Continue Decline 


Prices received by farmers continued to decline in 
October. Lower prices for hogs, cotton, corn, apples, and 
cattle were only partly offset by higher prices received 
for milk, tobacco, wheat, tomatoes, and strawberries. As 
a result the index of prices received dropped 2 percent 
from the September level to 230 (1910-14 = 100). The 
index is currently about 15 percent below the 1951 aver- 
age when farm prices were at a postwar peak. 

Prices paid for farm production items were unchanged 
from September, but higher prices for consumer goods 
and increased wage rates pushed the index of prices paid 
by farmers up slightly during October. This rise com- 
bined with the drop in farm prices to depress the parity 
ratio by two more points in October to the lowest re- 
corded in fifteen years,-82. The parity ratio in October 
was 6 percent below October, 1954. 


Second Quarter Profits 


Sales and profits of manufacturing concerns reached 
a record high in the second quarter of this year, accord- 
ing to the Securities and Exchange Commission. Sales 
totaled $70 billion, 7 percent above the first quarter figure 
and 12 percent above the second quarter of 1954. Profits 
before taxes rose to $7.4 billion, almost a billion dollars 
higher than the first quarter and $1.8 billion higher than 
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a year ago. After taxes, profits amounted to $3.9 billion, 
which compared with $3.3 billion in the previous quarter 
and $2.9 billion in the second quarter of 1954. 

Profits after taxes in the first half of 1955 totaled 
$7.2 billion, 31 percent above the first half of 1954. All 
industry groups shared in the advance with gains ranging 
from 1 percent for electrical machinery to 246 percent 
for the apparel and textile group. In addition to textiles, 
increases of more than 50 percent were scored by the 
automotive, lumber and wood products, furniture and 
fixtures, petroleum and coal products, leather, and pri- 
mary metals industries. 


Production Advance 


Industrial production continued to rise into new high 
ground in September, despite a slowing in the rate of 
advance in the third quarter attributable to reduced out- 
put of nondurables. September output, at 141 percent of 
the 1947-49 average, was up 15 percent from last year’s 
low and was 3 percent above the 1953 peak. Production 
of nondurables, after reaching a high of 128 in June, 
slipped back to 125 by September, but no slowdown in 
seasonally adjusted output of durables was apparent. 

Industrial output i the first three quarters led the 
same period of 1954 by 11 percent although it was only 
slightly higher than the first three quarters of 1953. New 
records in total output center predominantly on the super- 
important automobile industry. Auto and truck produc- 
tion was 40 percent higher in the first three quarters of 
1955 than a year ago and was 20 percent higher than in 
the corresponding 1953 period. As illustrated by the ac- 
companying chart, most major lines of durable goods 
production, aside from autos, though up sharply from 
1954, were not significantly higher than in the first three 


CHANGES IN PRODUCTION, SELECTED 
INDUSTRIES 
(Percent changes, three quarters 1953-55, 1954-55) 
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Sources: Federal Reserve Board, American Iron and 
Steel Institute, Edison Electric Institute, Dept. of the 
Interior, and Ward’s Automotive Reports. 


quarters of 1953. In production of nondurables, much the 
same situation prevails except for the chemical and petro- 
leum industries where output bettered 1953 by 9 percent, 
Of the industries illustrated, only electric power and 
paper and printing continued to grow through 1954, go 
that gains in these lines between 1953 and 1955 exceeded 
the one-year change from the first three quarters of last 
year to this. 


Relying on Trends 
(Continued from page 2) 


men, but is a potent argument against increased respon- 
sibility in established families. How low the rate of pop- 
ulation increase might fall under depressed conditions js 
difficult to predict. But there can be no doubt that adverse 
shifts in demographic factors will contribute to the un- 
favorable developments of the next depression. 

Other so-called trends are derivative in character and 
are even less to be relied upon for sustaining the econ- 
omy in a decline. The “trend toward suburban living” is 
a case in point. There has no doubt been a strong move- 
ment to the suburbs. It was partly made possible by the 
general availability of private cars and has in turn stimu- 
lated car sales. It appears to have been accelerated some- 
what by fear of the atomic bomb and by the dispersion of 
industry. Nevertheless, the whole movement is essentially 
variable, an aspect of the housing cycle. When homes are 
being built, land has to be found on which to build them. 
It is not available in the cities, and perhaps not in estab- 
lished suburbs; so new suburbs have to be created. Hence, 
there is bound to be a movement to the suburbs during 
any building boom. How much the other special influences 
noted above have added to it in recent years is another 
item it is impossible to put in figures. 

A common mistake is to think that this movement can 
guarantee high activity indefinitely. The fact is that the 
accumulation of houses, cars, and other durables tends to 
be self-limiting. In this area, there are no “ceilings un- 
limited,” no appetites unlimited, and no possibility of 
demand building upon itself ad .infinitum. Since these 
durable goods are not quickly used up, they inevitably 
accumulate to the point where needs are satisfied. We are 
overbuilding practically all of them today, and there is no 
alternative to cutting back rates of production in the near 
future. 

The reasonable attitude with which to regard the ap- 
parent “trends” of the postwar boom is one of skepticism. 
Among the most uniform are the “trends” in electric 
power output and capacity. What these stable “trends” 
conceal is an overbuilding of generating capacity in the 
last two years that is even now demanding early correc- 
tion. When the advance in power use slows, capacity 
building has to be curtailed still more rapidly, allowing 
for a moderate lag. Such a shift is already in evidence 
in the competitive difficulties recently encountered by the 
equipment producers. 

Although the curve-fitters may explicitly state the 
assumptions underlying their trends, their projections are 
commonly picked up as forecasts for the immediate as 
well as the more distant future. Perhaps activity will 
conform to properly constructed trends some ten or 
twenty years hence. But in the really important period 
for present policy — the years just ahead — they offer no 
assurance whatsoever that business conditions will remain 
good. Any contribution they have been or are making to 
the enthusiasm of the boom is mistaken. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Business Operating Studies 


Comparative studies containing material on sales, ex- 
penses, and profits are being made for business groups in 
many fields. One of these is a study of men’s wear stores, 
compiled by the Nationa! Association of Retail Clothiers 
and Furnishers, Munsey Building, Washington, D. C., 
and by Men’s Wear Magazine. In the 1954 Survey of 
Operating Experience extensive breakdowns of operating 
percentages are given for geographical groups, special 
store groups, and size groups. Inventory, merchandising, 
and productivity data are also included. 

The American Institute of Laundering, Joliet, Illinois, 
makes a similar study of costs for that industry. Cost 
ratios are given separately for all plants and for profit- 
able plants in Operating Cost Percentages 1954. Because 
of the wide differentials in geographical experience, data 
are compiled for individual regions and states as well as 
for the nation. 

Many other studies of operating ratios are made. Ex- 
amples include those on commercial banks made by the 
Federal Reserve Banks and those on hotels and clubs 
made by Horwath and Horwath, a national accounting 
firm with offices at 100 West Monroe Street, Chicago. 
The National Automobile Dealers Association, 1800 H 
Street, N.W., Washington 6, D. C., has recently compiled 
Operating Averages for the Automobile Retailing Indus- 
try, First Six Months 1955. Summary statements of 1,621 
individually owned drug stores are available from Eli 
Lilly and Company, Indianapolis 6, Indiana. 


Winter Weather 


A water hydrant which will not freeze even in the 
coldest weather has been developed by Crane Company, 
836 South Michigan Avenue, Chicago. The de-icing is 
accomplished by means of an elastic tube which contracts 
after each use. The thin ribbon of ice which may form 
in the tube is easily melted and forced out through the 
spout when the pressure of water for the next use flows 
into the tube. The hydrant is expected to be especially 
useful on farms, in railroad yards, and in industrial 
plants. 

The Can Arm Corporation, Box 30, Chazy, New York, 
has recently marketed a radiant glass electric heater with 
an automatic adjustable thermostat. It can heat an insu- 
lated room 10 by 12 feet to any temperature in the range 
of 60 to 90 degrees Fahrenheit. 


Gifts Galore 


With the Christmas season fast approaching, thoughts 
are turning more and more to new gift items. This year 
even a new gift plan has been developed, involving gift 
certificates which are used to buy directly from a manu- 
facturer rather than from the dealer’s stock. The gift is 
then shipped directly from the factory, saving time, 
money, and shelf space for the retailer. One company 
using such a plan is RCA Victor; the company uses this 
method to sell some of its phonograph records and even 
throws in an extra gift record with larger orders. 

Extra gifts also are being used by the Tappan Stove 
Company in their Christmas promotion. Pheasants and 
Revere Ware will be given away with ranges sold during 


the holidays, and aprons will be given, for a small charge, 
to all women coming in for a Tappan demonstration. 

Special gift packages of shaving cream are being 
marketed by Frederick Hornick, 309 Fifth Avenue, New 
York 16, These are “one-shot” tubes, containing only 
one-fourth of an ounce; they are designed for mail en- 
closures, convention gifts, and store gifts, and are also 
handy for use in hotels and trains. The tubes can be 
purchased with or without advertising. 


Steel and the Consumer 


Even though steel is basically an industrial commod- 
ity, its price is of concern to every consumer because 
of its importance in many consumer durables. The cost of 
steel represents almost 10 percent of the retail price of 
a standard four-door automobile and a substantial portion 
of the end price of many other items, as is shown in the 
accompanying chart. 

Although the prices of iron and steel have risen, on 
the average, about 45 percent since the late 1940's, prices 
of most consumer goods containing steel have risen no- 
where near this much — fortunately for the consumer. 
Household furnishings, which include appliances, have 
advanced only 4 percent in the same period, and the 
prices of appliances themselves have fallen off somewhat. 
This is because, for most items, the costs of fabrication 
and distribution make up a far larger portion of the 
retail price than does the cost of the material used; 
changes in the retail price, therefore, vary more with 
changes in these costs than with changes in the price of 
steel. A decline in the retailers’ markup, resulting from 
substantial supplies which have manifested themselves in 
widespread discount selling, has served to keep the final 
cost to the consumer down. 


STEEL COST IN SELECTED RETAIL PRODUCTS 


AUTOMATIC TOASTER 
$25 

FARM TRACTOR 
$2.400 


WASHING MACHINE 
$160 


ELECTRIC REFRIGERATOR 
$300 


GAS RANGE 
$225 


PERCENT OF RETAIL PRICE 


Source: American Iron and Steel Institute, Charting 
Steel’s Progress, p. 67. 
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PERSONAL INCOME IN ILLINOIS 


PATRICIA PODD WEBBER, Research Assistant 


” 
. 


“As Maine goes. . may continue to rank as a 
political forecast, but as Illinois goes so goes the nation 
economically. In no small measure this phenomenon re- 
sults from the fact that Illinois represents a fair cross 
section of the nation in its combination of industrial and 
agricultural activity. This was evidenced again in 1954 as 
total personal income rose 1 percent and per capita in- 
come declined 1 percent for both the State and the nation. 


Growth in Aggregate Income 

In general the pattern of income growth has been 
parallel for Illinois, the Midwest, and the country as a 
whole. All three showed a decline of about half between 
1929 and 1933 and a sixfold rise since then. The primary 
differences between Illinois and both the region and the 
nation are that the depression of the 1930’s brought a 
slightly greater decline to the State and the war years 
failed to bring as great a rise. 

In recent years income in Illinois seems to have sta- 
bilized at just under 7 percent of the national total, 
although in 1929 it was as high as 8.5 percent. The small 
and gradual decline of its position is largely caused by 
the relative maturity of the Midwest as compared with 
the faster growth of the more recently developed western 
and southern states. 

The growth of income payments since 1929 is pictured 
in Chart 1 for the five leading states. The spectacular 
advance of California from the position of fourth as 
recently as 1940 to the position of second since 1942 high- 
lights the rapidity of growth of newer sections as com- 
pared with the more established regions. New York, on 
the other hand, is typical of the smaller growth rate 
common to the older sections. 

In 1954 Illinois regained its position as third largest 
income producer in the United States, a position which, 


CHART 1. INCOME PAYMENTS FOR 
LEADING STATES, 1929-54 
BILLIONS OF DOLLARS 
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Source: Survey of Current Business, September, 1955. 


as shown in the chart, it has held on and off throughout 
the period. Of the five leading states, Illinois ranks in the 
middle in regard to growth rate also, advancing more 
than New York and Pennsylvania but less than Ohio and 
California, whose industrial expansion is more recent. 

Compared with the other states in the Central region, 
Illinois has grown at the slowest rate since 1929 even 
though it retains its place as the largest in total personal 
income. In the years since 1950, however, Illinois has 
grown faster than the agricultural states of Iowa, Min- 
nesota, and Wisconsin, where declining farm income has 
depressed the totals somewhat. 


Income by Type of Payment 

By far the largest portion of personal income finds its 
way into the hands of consumers through disbursements 
of wages and salaries. Property income and proprietors’ 
income each account for almost half of the rest. 

Since 1929 the proportion of income earned in the 
form of wages and salaries has been slowly growing, al- 
though it was kept low during the war years as a result 
of wage freezes. Government transfér payments and la- 
bor income such as employer contributions to pension and 
welfare funds have expanded even faster as social phi- 
losophy has changed, so that they now account for more 
than four times the proportion they did in 1929, Offset- 
ting these gains has been the declining importance of 
property income, that is, rents, dividends, and interest. 

The distribution of income payments by type is very 
similar for Illinois, the Central States, and the United 
States. Wide differences exist between Illinois and other 
states, however, as shown in Table 1. 


TABLE 1. DISTRIBUTION OF INCOME BY 
TYPE OF PAYMENT, 1954 


Wages and Proprie- 

State Property Other 
69.7 8.9 15.4 6.0 
62.3 20.0 6.0 
54.3 29.0 12.0 4.7 
49.2 33.6 11.5 5.7 
United States........... 68.0 43.3 12.4 6.3 


Source: Survey of Current Business, September, 1955. 


At the opposite end of the pole from Illinois, but its 
close neighbor geographically, is Iowa with less than half 
of its income received in the form of wages and salaries 
and more than a third of it received through propriector- 
ship. In large measure this is the result of the differing 
importance of agriculture in the two states. 

In Michigan, on the other hand, a significantly greater 
segment of income is generated through manufacturing 
and other nonfarm sources, causing a larger portion of 
payments to be made in the form of wages and salaries 
than is true generally. Most of the difference is balanced 
by lower income from proprietorship, although property 
income is also less important than in Illinois. 

Although the sharp extremes evident in comparisons 
of wages and salaries or proprietorship income are not 
present, significant differences do exist in regard to prop- 
erty income. In New York, for example, the proportion 
rises to more than 15 percent, probably because of the 
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importance of New York City as the nation’s financial 
center. In contrast, property income in Mississippi con- 
tributes only 8.4 percent of that state’s income. 


Payments by Industry 


Differences in the concentration of industry, as indi- 
cated in the comparison of Illinois and Iowa, is probably 
behind much of the varying payment distribution. The 
distribution of income by type of industry for the Mid- 
western states is shown in Table 2. 


TABLE 2. DISTRIBUTION OF INCOME 
BY INDUSTRY, 1954 


Manufac- Trade and} Govern- 

State turing Farm service ment Other 
Michigan........ 38.3% 2.1% 24.4% 12.6% 22.6% 
33.5 3.5 12.6 25.8 
re 32.6 7.9 23.6 12.6 23.3 
Wisconsin. ...... 30.0 7.2 25.7 13.2 23.9 
> 27.5 4.5 28.0 12.6 27.4 
|, 21.0 7.4 29.5 14.6 27.5 
Minnesota....... 17.0 11.4 29.1 14.7 27.8 
awa 14.3 25.5 25.2 13.8 21.2 
Central States... 29.4 6.2 26.0 13.0 25.4 
United States.... 23.1 5.3 27.5 16.9 27.2 


Source: Survey of Current Business, September, 1955. 


The major differences between the states are in the 
proportions of income received from manufacturing and 
from agriculture, varying between the extremes of Iowa 
and Michigan. Illinois presents a middle-of-the-road pic- 
ture which brings it close to the Central States’ total. 

Differences in the concentration of manufacturing and 
farming are also substantial among regions. Whereas the 
Central and the New England regions receive almost 
30 percent of their income from manufacturing, states in 
the Northwest and Southwest gain only about 10 percent 
of their income from this source. On the other hand, less 
than 2 percent of the income in the Northeast comes 
from agriculture, whereas in the South and the Great 
Plains region more than one-tenth is acquired through 
farming. 

Although the proportion of income received from gov- 
ernments is quite stable throughout the Midwestern 
states, it is significantly lower than that for the nation as 
a whole and also lower than that of the other major 
geographical sections of the country. Probably this re- 
sults from the distribution of military installations, which 
are relatively more important elsewhere. In Virginia, for 
example, more than 30 percent of the personal income is 
received from governments. 

Trade and service income is above average in Illinois 
hecause of the importance of Chicago in such activities. 
Only two states in the district, Minnesota and Missouri, 
outrank it, and they are not a great deal higher. Among 
the large states Illinois holds the middle position; it is 
lower than New York and California with 31 and 30 
percent respectively but higher than Ohio and Pennsyl- 
vania with 25 percent each. 

In two other branches of activity not shown in the 
table, Illinois is sufficiently important to warrant com- 
ment. The proportion of income from finance, insurance, 
and real estate amounts to 3.3 percent in the State, com- 
pared with only 2.5 percent in the Midwest and 2.9 
percent in the nation. Probably this is because of the 
financial importance of Chicago. New York, including a 
much larger financial center, boasts 4.8 percent of its 
income from this source. Transportation income is also 


relatively important in Illinois because of the heavy flow 
of traffic across the State, particularly through Chicago, 
the giant rail and air center of the country. It accounts 
for 4.7 percent of the total as compared with 4.0 percent 
for the region and 4.1 percent for the United States. 


Per Capita Income 


The top five states in personal income are also the top 
five in population. Although, as a result, their position in 
regard to per capita income is substantially changed, with 
top ranks going to the smaller states of Nevada, Dela- 
ware, and Connecticut, spots six through eight are held 
by California, New York, and Illinois respectively. 

Illinois per capita income in 1954 was $2,155 which, 
as may be seen in Chart 2, is well above the level for the 
nation as a whole. Average income in the State has more 
than doubled since 1929 and it is almost three times as 
great as in 1940. Part of this gain, of course, represents 
the general inflation of prices and wages as a result of 
World War II. Significantly, the chart shows that the 
margin of difference between Illinois and the United 
States is wider in times of prosperity than in depressed 
years, probably because of the greater concentration of 
“heavy” industrial activity in the State. 

Although Illinois sports the largest per capita personal 
income in the Midwestern states, it has shown the slowest 
income growth rate over the past twenty-five years. Its 
rate of growth has been considerably smaller than that 
for the nation as a whole, moving up 125 percent as 
compared with 200 percent for Indiana and over 150 
percent for the other states. 

Since 1950, however, per capita income in Illinois has 
risen at about the same rate (18 percent per year) as in 
the region and the nation, and slightly faster than the 
more agricultural states of Iowa and Wisconsin. The 
diversity of activity in the State indicates that there is 
no reason to expect Illinois and the nation to go separate 
economic ways. 


CHART 2. PER CAPITA INCOME PAYMENTS, 
SELECTED YEARS 


1 
1920 
19335 
1940 
19469 
1954 
° 500 1000 1500 2000 2500 
DOLLARS 


Source: Survey of Current Business, September, 1955. 
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LOCAL ILLINOIS DEVELOPMENTS 


Mixed trends marked the beginning of the fall season 
in Illinois economic activity. September department store 
sales ran 10 percent ahead of August; about half this 
rise is seasonal. Life insurance sales and electric power 
production, on the other hand, were down almost 10 per- 
cent, and changes in the other major indicators ranged 
in between. 

Compared with a year ago, business is still booming 
in all directions. Increases of 30, 40, and 50 percent were 
recorded for petroleum, steel, and construction respec- 
tively. The only index below 1954 was farm prices, sag- 
ging under the weight of large surpluses. 


Work Stoppages, 1927-54 


In 1954 there were 206 strikes in Illinois, fewer than 
in any year since 1940, and the total of man-hours lost 
because of stoppages over labor-management disputes 
was smaller than in any year since the end of World 
War II. Man-days lost as a result of strikes represented 
only one-tenth of 1 percent of the total time worked in 
1954, less than half that for the nation as a whole. 

The pattern of strike losses in Illinois since 1927 is 
pictured in the accompanying chart. The most significant 
aspect of the chart is the steep rise in the number of 
strikes during the war and the comparatively small work 
loss of that period as defense considerations forced swift 
settlements. 

Of interest, too, are the reasons behind the great 
peaks in loss of man-days because of the work stoppages. 
In 1927 the coal companies won a long and bitter strug- 
gle over wage reductions, not involving many separate 
strikes or many men, but lasting several weeks. The peak 
of 1932 was the result of desperation strikes in many 
industries as the unions tried to maintain the position of 
their workers. In 1937 both number of strikes and work 
loss reached another peak brought about by organiza- 
tional efforts of new unions. 

Minor strikes were not infrequent during the war but 
defense needs brought the work loss down sharply. The 
end of the war witnessed a great surge of strikes, mainly 


ILLINOIS STRIKE LOSSES, 1927-54 
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to secure higher wages, with the greatest work loss in 
history. Booming business and the tag ends of the Korean 
inflation, without its defense pressures, brought stoppages 
and resultant losses to a lesser peak in 1952. 

In the first six months of 1955 both the number of 
strikes and the work loss in the nation ran about one- 
third more than in the same period of 1954. Widespread 
prosperity and the large number of contracts coming due 
in the steel, automotive, and other important industries 
probably account for most of the rise. 


1956 Road Improvement 

Expenditures of $127 million will be made by the 
State for extension and improvement of highways in 
1956, according to present plans. This amount is almost 
half again the value of contracts let during 1955. More 
than one-fourth of the total will be used for new high- 
ways, and another $29 million will be used for bridge 
construction and for grade separations. 

In preparation for its huge building program the IlIli- 
nois Toll Road Commission sold $415 million in bonds at 
334 percent during October to finance the Illinois road 
system. Although a last-minute suit charging illegality 
of the issue prevents delivery of the bonds until they are 
litigation-free, the issue was well received by the market. 
Construction is scheduled to begin next spring, although 
the first sections will not be open for use until late in 
1957 and the road will not be completed until 1959. A 
total of $352 million is to be used for land purchase and 
construction expenditures, with financing costs expected 
to use up the remainder. 


Early Results of New Consumption Taxes 

August was a month of confusion and waiting as the 
retailers of the State made their first remittances for the 
city sales tax and the new use tax. The city sales tax 
yielded a net of $1.8 million, which was distributed to 
114 cities. Confusion reigned, however, as the State col- 
lected local sales taxes from almost 70 towns which had 
not even passed a local sales tax! 

Less than $350,000 was collected during the first 
month of the new use tax, a good bit less than was 
anticipated by the Department of Revenue. Significantly, 
more than one-fifth of the tax collected was from the 
out-of-state purchase of automobiles, purchase of which 
is easily determined on license applications. 


Bubbling Boom 

With the bubbling of new wells, Illinois has been 
raised to the rank of seventh oil-producing state in the 
nation. In recent months it has produced almost as much 
oil as all of the other states east of the Mississippi River 
combined. Output in August was 7.3 million barrels, 35 
percent higher than in the same month a year ago. 

Record drilling has been at least partly responsible 
for the surge of oil since 1954. In July alone 260 new 
wells began pumping, six of these wells resulting from 
wildcat drilling in new areas. Extensions of these new 
pools will add further impetus to growth in the petroleum 
business of Illinois. In September four more pools and 
extensions of seven pools were discovered. 

In all 17 pools were discovered in the first nine months 
of this year. They include three in Washington County, 
six in Saline County, and one each in Bond, Christian, 
Edwards, Gallatin, Madison, Marion, St. Clair, and 
Sangamon counties. 
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September, 1955 


COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


Electric Estimated 
Building . Depart- Bank Postal 
Permits! ment Store Debits* 
(000) (000 kwh) (000) Sales! (000,000) (000) 
of 
Percentage change from. . . . 1954...| +55.8 +13.6 +4 412.2 +5.2 
ries NORTHERN ILLINOIS 
$27 ,796 802 ,616 $12,584 $13 ,253 
1955....| —33.6 +2.8 +12 +1.2 +10.5 

i ag., 1955.... —88. + —0. 
Percentage change from. . . 1954...| —30.6 49 
Aug., 1955....| +78.6 +6 +2.2 +23.3 
gh- ercentage Change  1954...| +130.4 —4 +12.0 +1.8 
Percentage change from. . . 1954...| +104.1 +11 +11.7 
at $ 230 n.a. n.a. $ 42 
ny Rock Island-Moline.......... 20,810 | $ 129 
ug., ‘ —7. n.a. —é. 
cet. Percentage change from. . . 1954...| +12.0 48.4 413.3 -3.4 
Percentage change from... 1954...| —35.5 425.8 418.7 +11.3 
7 CENTRAL ILLINOIS 
Bloomington.............. $1,135 7,341 $ 61 $ 102 
ge ge *\Sept., 1954...] +118.3 +12.4 +3.9 +44.0 
Champaign-Urbana........... $ an $ Pg 
the ug., ap +36. —6. n.a. +5. ; 
the Percentage change from. . . 1954...| +274.2 +16.4 +18.2 +8.2 
to Percentage change from. . . Br 1954...| —37.1 +11.4 +15 +11.1 —4.3 

Percentage change from... 1954...| +742.2 +31.2 +5¢ +14.0 +26.5 

rst $ 431 8,082 n.a. $ 36 

Aug., 1955....| —29.6 n.a. +12.2 

Percentage change from...-) cone’ 1954...|  +15.2 419.4 +0.8 

Aug., 1955....| +131. —5. +3. +23. 

ich Percentage change from... 1954...| +326.7 414.3 +5e +14.9 432.9 

deaths $3 ,439 10,231 $ 38 $ 60 

Aug., 1955... .|+1,654.6 —0.5 +5 —4.5 —4.8 

Percentage change from... 1954...| +5920 425.0 45 +6.4 -2.8 
$ 609 31,290° $ 115 $ 230 
9.7 n.a. 42.5 +16.1 
1954...| +147.6 +9.6 +15.9 +10.3 
Ic 
yer SOUTHERN ILLINOIS 
35 East St. Lowis............... tase] 8,36 13,641 $ 138 $6 

ug., —10. —6. n.a. ‘ 
ble Percentage change from. . . 1954...| +219.3 +7.0 +6.2 ~21.9 

Aug., 1955.... —19. n.a. 
Percentage change from. . . 1954...| —75.3 420.6 6 

fAug., 1955.... — 64.3 —6.1 na. —13. 
nd Percentage change from... 1954...| +178 1 +151 +1.2 
ths * Total for cities listed. » Includes East Moline. ¢ Includes immediately surrounding territory. n.a. Not available. 

Sources: ! U. S. Bureau of Labor Statistics. Data include Federal construction projects. * Local power companies. * Data for 
ty, August are not available. ‘ Research Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. 
a Department store sales percentages rounded by original sources. * Local post office reports. 
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EXES OF BUSINESS ACTIVITY 
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